Il 





A Magazine 
of lhe 


S MANHTC al 


@ onus nly 





Stocks’ Rewards to Long-Term Holders 
Scanning 1951 Market Horizon 
New Growth of Mining Industry 


1TOe A AA! 
abide « awee Factors to Weigh in Market “Switches” 





Growmg I nsieht 
mto Role 
of Stockholder 


N ORE people understand stocks, what 

they are and what their owners ex- 
pect of them, than in past years. Stock 
markets of the 1920s recorded the excited 
interest of speculators and the clamor 
accompanying rising prices appeared to 
stock minded.” But 
of stocks was lack- 
ing. Understanding was largely absent, 
too, during the undoing of previous bull- 
demonstrations which 
most of the 1930s. The calmer, more 
sober markets of the 1940s brought an 
approach to stocks which revealed a grow- 
ing knowledge of them. 


show a nation “gone 


a real understanding 


ish occurred in 


How widespread is this knowledge, how 
thorough the public’s understanding of 
stocks? Before examining the question, it 
is logical to review a couple of fundamen- 
tals upon which true understanding rests. 

It is no trick at all to grasp the simple 
arithmetic needed to show what experi- 
enced investors expect of their stocks. If 
a common stock has paid dividends every 
year for 10 years or longer (many of those 
listed on the New York Stock Exchange 
have paid for 25 to 50 years without miss- 
ing in a single year), it has done some- 
thing worthwhile for its owners. It has 
brought them an income and brought it 
faithfully 1. 5, 6 or 7 per cent on the 
money it cost. 

It is nothing to strain the mind to learn 
what a stock is. Capital used in a corpo- 
rate business is represented by so-many 
shares, say 100,000 on up into millions, 
depending upon the size of the business. 
The owner of each share owns a “piece” 
of that business, much as though he were 
engaged in an enterprise which he owns 
with other partners, the active manage- 
ment being entrusted to hired officers and 
a board of directors. 


When a profit is made, the stock owner 
gets a part of it in the form of dividends: 
when a profit is small, or there is none. 
he has “had a poor year,” just as he may 
have had in his job, his vocation, or his 
shop, store or factory as an employer. 

Risk to income and capital is, sure 
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enough, attached to stock ownership; risk 
is also attached to income and capital in 
any kind of a business a person may en- 
gage in. 

Understanding of stocks is sufficiently 
wide to have added largely to the number 
of stockholders on corporate record books 
during the last 10 years. A great many 
common stocks have been split several 
times — and the enlarged supply, and a 
lowered market price because of it, have 
attracted new ownership interests. The un- 
excited market most of the time, despite 
some heavy shocks to investor sentiment 
during mightily troubled years, have in- 
dicated that, once stocks are acquired or 
older holdings added to, the owners pretty 
well stay with them. 


Stocks Held for Investment 


It is estimated that only about 22 per 
cent of the shares listed on the New York 
Stock Exchange will be turned over in 
1950, despite a rising trend of stock 
prices in most months of the year. This 
rate of turnover is about the same as in 
1945 and 1946. It is lower than the ratio 
for any year of the 1920s, or most of the 
1930s. 

While there has been profit-taking at 
recent price levels, it is plain that most 
stockowners have been holding on to 
their stocks. The relative stability of stock 
ownership demonstrated in two periods 
of the most unsettling kind of interna- 
tional news, June-July and late Novem- 
ber, 1950, contrasts with the market’s 
experience on some similar occasions in 
the past. 

To stand firm upon investment deci- 
sions, once made, is evidence of an im- 
proved understanding of stocks. It is also 
evidence that a great many stockholders 
see something impressive in stocks which 
they thought too little about during past 
speculative periods. It may be fairly rea- 
soned that what they see is good divi- 
dends, not only of this year but of most 
of the last 10 years; and, among investors 
with longer memories, supported by re- 








search, a panorama of well-maintained 
dividends by a long list of corporations 
for decades has been freshly examined. 

Investment thought is penetrating deep- 
er. Technical developments in the stock 
market are receiving less attention. The 
corporation—its assets, profits outlook, 
dividend record, growth possibilities — 
these are the realistic bases of investment 
decisions. 

Understanding of stocks has probably 
been stimulated by persistent discussion 
of inflation in newspapers, magazines, and 
particularly over the radio. Inflation, as 
a word, is less understood than are stocks, 
but any adult is aware of it when it presses 
upon his pocketbook in the garb of rising 
prices. A counterbalance to rising prices 
is naturally sought the easiest way — by 
seeking a raise of wages or salary, seek- 
ing more dollars with which to pay rising 
bills. Also, the growing respect for divi- 
dends has been furthered by the needs for 
a greater income; but it is to be said that 
knowledge of dividends and dividend rec- 
ords is chiefly centered among persons 
who had at least some understanding of 
what stocks are and what their owners ex- 
pect of them before the war-brought infla- 
tion of the 1940s came along. 

Where understanding of stocks remains 
a closed book, it seems to be pronounced 
among persons, including many who have 
surplus incomes to provide family protec- 
tion and investments, whose aspirations 
have not brought stocks within their 
scope. “Stockholders” seem to them to be 
remote, well-to-do figures in the national 
and community scene. People of exclusive 
wealth. Whereas the facts are easily avail- 
able to any curious inquirer, whether 
thinking of investment or not, which show 
that owners of relatively few shares of 
stock constitute the great majority. 

Knowledge and understanding of stocks 

is fairly widespread, as the millions of 
names on corporate stock books show, But 
it is still slight in the light of many more 
millions of folk who have not yet aspired 
to become stockholders. 
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R. Average Citizen trying to keep his 
head above water in the race of 
prices, taxes and income will be guided 
in his investment action by his judgment 
as to the likelihood of coming inflation 
or deflation. That decision must be based 
on a cold appraisal of probable govern- 
ment action. Each investor in formulating 
his opinion of the future must exercise 
great care to distinguish between quack 
anti-inflation measures and the genuine 
thing. 

Washington’s attempts to combat infla- 
tion are, of course, secondary to securing 
maximum production in the battle against 
Communism. Recognition of this situa- 
tion will be a sustaining force for the 
stock market. A high level of business 
activity will be underwritten by coming 
huge federal expenditures until the in- 
ternational crisis is abated. 

Only the effect and not the cause of 
inflation will be attacked when and if 
price and wage ceilings are imposed. 
Consequently, the urge to get out of 
stocks is not likely to be impelling. 


Rising Tide of Inflation 

Long-range investment planning must 
continue to allow for the probability that 
the rising tide of inflation will continue, 
subject only to slight governmental inter- 
ference. The political concept will be to 
retard inflation without discouraging 
business production in 1951. The way will 
be prepared for a new upsurge in 1952. 

The central thought investors should 
keep in mind is that the national economy 
will continue to expand under a soft 
money and low interest rate policy. The 
planned inflation originating with the 
outlawing of the gold payment clause in 
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“While corporate taxes will be higher in 

1951, it appears that government will rec- 

ognize the need of keeping corporate enter- 
prise prosperous.” 


1933 now has a rearmament inflation im- 
posed upon it. 

War clouds spreading from Korea to 
the rest of the world precipitated emo- 
tional selling in June and November of 
1950. Apart from the international crisis, 
the stock market has followed a wholly 
constructive trend, feeding on larger divi- 
dends, cheap money and fears of further 
shrinkage in the buying power of the 
dollar. 

Up to this writing, wage and price 
ceiling have not been ordered by the 
stabilization authorities. It will be an 
unhappy day if and when the bureaus 
decide that the remedy for inflation is to 
freeze the economy pricewise. It is well 
to recall the OPA experience with its 


black markets and under-counter deals. 

Open market prices arrived at competi- 
tively under the law of supply and 
demand are the best and only safe gov- 
ernor of our economy. But even a general 
price freeze is unlikely to halt for long 
the cyclical pattern of inflation. 

It is to be emphasized that the cure for 
inflation is to scrap a number of basic 
New Deal or Fair Deal practices, includ- 
ing (1) abandonment of the government's 
cheap money policy; (2) discontinuance 
of price supports and subsidies; (3) 
abandonment of inconvertible paper 
money; (4) abandonment of fiscal pol- 
icies which lodge much of the public debt 
with the banks rather than with the public. 


Wages, Prices Rise 

Workers who have their pay tied to the 
cost of living index are getting another 
boost in wages. The big steel companies 
agreed last month to increase wages. 
Wholesale commodity prices rose to a 
new high of 171.7 per cent of the 1926 
average in the week of Nov. 28. 

By one device or another the govern- 
ment undoubtedly will be partially suc- 
cessful in restraining runaway prices and 
wages in the coming twelve months. But 
the stock market, aside from temporary 
and intermediate reactions, is pretty cer- 
tain to interpret government restrictions 
as a temporary emergency measure and 
not the start of genuine deflation. 

It is the consensus of public opinion 
(whether we are to have inflation or 
deflation) that will control the major 
price movement of stocks. In retrospect 
it is clear that the major market trend 
has been upward since 1942. There have 
been some severe and rather protracted 
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setbacks. but there has been no violation 
of the upward trend line which sig- 
nificantly coincided with the inflation 
induced by World War II and the infla- 
tion caused by post-war deficit spending. 

The market now faces the prospect of 
World 


It is a long-term inflationary 


preparations for (or to avoid) 
War III. 
outlook no matter whai the government 
may do to control or deflate business and 
prices in the coming mouths. 

\s a result of the emergency created 
by the 
attack in Korea. President Truman re- 


Russian-inspired Red Chinese 
cently asked Congress for a supplemental 
appropriation which will make a total of 
at least 42 billion dollars for the military 
forces in the 1952 fiscal year. 

Higher corporate taxes will be levied 
in L951, yet it is a reasonable conclusion 
that the lawmakers will be careful not 
to bleed business to the extent of seriously 
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the last year has brought an improve- 
ment over former levels in the income of 
those dependent upon investments for 
Good 


constitute another basic factor tending to 


living expenses. dividends will 
sustain stock prices in the coming twelve 


months. 


Distortions Due in Production 


More uneven production and earnings 
trends will be traced from here on as 
industry 


speeds the conversion from 


peace to war products. Aircraft manu- 
facturing and railroad shares were prom- 
inently in demand in the last six weeks 
as among industries indispensable to the 
defense effort. 

The railroads with their high property 
values and big debt structures will escape 
the full impact of excess profits taxes. 
Estimated net income of all Class I rail- 
roads for 1950 is $725,000,000, an in- 
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“Defense requirements and huge government spending will go far toward maintaining 
industrial production at a high level.” 


restricting aggregate dividend payments. 
Congress recognizes the necessity of pre- 
serving prosperous corporate enterprise. 
ample incentive and ample reward, if 
America is to oul-produce its enemies. 
Stockholders will wind up 1950. in 
receipt of more dividend dollars than 
ever before. The dollars will buy less 
than in former times. As a matter of fact, 
the rise in dividends of many companies 
has not kept pace with the gain in the 
cost of living or the gain in wages. But 
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crease of 65 per cent over 1949, The 
railroads have no reconversion problem 
in serving the war or defense require- 
ments. For some industrial concerns the 
costs of reconversion will be high. 

It seems safe to assume that defense 
requirements and huge government spend- 
ing will go far toward maintaining in- 
dustrial production at a high level. yet 
investors cannot be sure to what extremes 
the anti-inflation program may carry. If 
not adroitly handled it could lead to 


rather sharp (probably temporary) re- 
striction of consumer buying with conse- 
quent shrinkage in demand for common 
stocks. 

Certain it is that the coming year will 
bring a reduction in the output of civilian 
goods wherever it impinges on the supply 
of materials and labor necessary for re- 
armament. This will call for careful 
discrimination and perhaps much shifting 
in the construction of investment port- 
folios. it is timely to 
holdings. 


re-examine 


Conceding that corporation taxes will 
be higher next year and that business 
profits will be lower, it does not follow 
that stocks are a sale. In the first place 
the market has made but guarded re- 
sponse to the impressive increase in 1950 
earnings. In the second place. low money 
rates. high stock yields and low bond 
vields are no inducement to the owner- 
ship of bonds or bank deposits. 

In terms of the great rise in commod- 
ity prices and living costs, the stock 
market as measured by any of the cus- 
tomary averages, instead of being his- 
torically high, is low. Year-end dividend 
increases and extras are resulting in 
average stock yields close to 7 per cent. 
Examination of past market records re- 
veals it has rarely paid to sell stocks when 
yields averaged as high as at present. 
Perhaps never before have stock yields 
been as high as at present in relation to 
interest rates. 


Contrast with Past Crises 


Paradoxically, the stock market by its 
confident buoyancy seemingly rejects the 
hypothesis that a third world war is in 
the offing. The Dow, Jones industrial 
average declined 18 per cent between 
January, 1913, and the start of World 
War I in mid-1914. It lost 17 per cent 
between November, 1916, and April. 
1917, when the United States joined the 
European holocaust. 

Again, in the eighteen months preced- 
ing Pearl Harbor when war and rumors 
of war permeated international discus- 
sions. the stock market fell 20 per cent. 
In the last seven months there was a 
broader public realization of the threat 
to world peace than existed in 1913 or 
in 1939. Almost invariably coming events 
cast a shadow in the supersensitive stock 
market. The mobilized might of Russia 
and Red China failed to 
securities. 


dislodge 


(Continued on page 13) 
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ENGINEER’S APPRAISAL STRESSES OLD CONCERNS’ ENTRANCE 


INTO FIELDS OF NEWER METALS 


N a rather limited sense every intelli- 

vently managed mining company is a 
erowth company. As the continued life of 
a mine is dependent upon maintenance of 
its ore reserves, additional ore must con- 
tinue to be found to take the place of that 
mined out. In short, the mine must grow. 
It can’t stand still 
taking its inexorable toll. 


without depletion 
But merely adding — or trying to add 
ore reserves to a mining property doesn't 
constitute growth in a broad sense. Every 
mining company tries at least to maintain 
its ore reserves through diamond drilling 
or other exploration work, supplemented 
by actual development. This is, or should 
be, part of the routine mine operating ex- 
pense and, except in unusual cases, is not 
charged to capital. The ore deposit of a 
mine is a wasting asset and good engi- 
neering requires that the depletion arising 
from extraction of the ore should be bal- 





Lead pigs piled for shipment. 


anced, if possible, by discovery and de- 
velopment of new ore to take its place. 
Then what is meant by a “growth” com- 
pany in the mining industry? There are 
nearly three dozen non-ferrous mining 
and metallurgical companies listed on the 
New York Stock Exchange that are en- 
gaged in mining copper, lead, zinc, tin. 
nickel, molybdenum and other useful met- 
abroad, but the 
which can be classified as growth com- 
panies as the term is understood in Wall 
Street is not exceptionally large. The other 
companies are well established in their 
respective industries which have already 


als here and number 
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Electric cars in Tennessee copper mine. 


had a vigorous growth and occupy a recog- 
nized position in the country’s economic 
life. Further growth of these industries is 
probable in ratio with population increase 
of the country, but spectacular increases 
because of unusual demand for their prod- 
uct as a result of research and new con- 
sumer inquiry is not expected. 


By William F. Boericke 


Consequently the companies identified 
with such stabilized industries will en- 
counter demand that is cyclical in char- 
acter rather than specialized and individ- 
ual such as may be expected in a true 
growth industry. The growth company in 
a growth industry will usually be charac- 
terized by vigorous and aggressive man- 
agement, that has succeeded in placing the 
company dominantly in an industry that 
has more than normal opportunity for 
sales expansion, with assurance that it will 
occupy an increasingly important place 
in the national economy. 

In some cases a mining company that 
has been prominently identified with re- 
covery of only a single metal may under- 
take development through a subsidiary 
company of another mineral deposit 
wholly different in character from the 
original. Or it may reach out to acquire 
another deposit of ore similar to its own 
and in a different mining field, perhaps 
hundreds of miles removed from the first. 
Or it may join forces with another com- 
pany to prospect and develop a new area 
that has promise. 


Growth vs. Exploitation 

Factors such as these distinguish growth 
companies in the mining field. The obvi- 
ous distinction is that the management of 
a growth company wants to expand. It is 
not content merely to exploit to the eco- 
nomic limit the orebody of the parent 
mine, extract the ore at the highest rate 
consistent with maximum profit to the 
stockholders, and to return all profits to 
them without an attempt to extend the cor- 
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poration’s life after the original mine is 
worked out. This may be an entirely 
worthy objective, but it doesn’t constitute 
a growth company. 

When the Hollinger Gold Mining Com- 
pany took a stake with M. A. Hanna Com- 
pany of Cleveland in the development of 
the new Quebec-Labrador iron fields, it 
stepped out of its established role as the 
leading gold producer of Canada to enter 
a growth industry — the mining and ship- 
ment of iron ores in the Dominion to 
United States blast furnaces. Directors 
of the Teck Hughes gold mine, sensing the 
probable exhaustion of the old orebody in 
the parent mine, placed large amounts of 
the company’s surplus funds into acquir- 
ing the Lamaque property in Quebec and 
subsequently making it a major gold pro- 
ducer. This was a successful effort to make 
Teck Hughes a growth company. Quite as 
dramatic instances can be cited from other 
mining companies listed on the New York 
Stock Exchange. 

Howe Sound is an example of a mining 
company that has made itself secure of a 
growth position in domestic production of 
cobalt. More than five years ago its direc- 
tors envisioned the strategic importance of 
this metal for industry, then in relatively 
limited demand. Its special merit as an 
alloying metal, for use in high speed cut- 
ting tools, and especially as an essential 
ingredient in tungsten-carbide alloys was 
largely unappreciated. 

At that time the main difficulty was to 
find a domestic source of cobalt ore. Prac- 
tically all the metal was imported as con- 
centrates from Belgian Congo or Northern 
Rhodesia, where it was obtained as a by- 
product from copper mining. But through 
a wholly owned subsidiary, the Calera 
Mining Company, Howe Sound acquired 
the Blackbird property in Idaho where 
cobalt ore had been reported. There en- 
sued five years of toilsome exploration, 
development, and metallurgical research, 
crowned by final success. The Blackbird 
mine will shortly be in a position to fur- 


nish the metal equivalent of 2,000,000 
pounds of cobalt annually to a smelter 
now being constructed on the shores of 
Great Salt Lake. 

Cobalt, today, is in avid demand by the 
government stockpiling and defense au- 
thorities, and it is doubtful if any produc- 
tion will be allowed to industry except for 
defense purposes. But regardless of the 
buyer, Howe Sound should participate in 
any price increase for the metal (now 
quoted $1.80 per pound) or in other in- 
ducements offered for increased output. 
Aside from a trifling by-product output 
from Bethlehem Steel, there will be no 
other domestic cobalt production except 
from Howe Sound. 


Varied Activities of Howe Sound 

It must be emphasized that it is by no 
means necessary that a mining company 
should confine its operations exclusively 
to a special situation to be given credit for 
a growth position. Howe Sound is a sub- 
stantial producer of gold, copper and 
other metals and production of these met- 
als will be quite unaffected by cobalt op- 
erations at a property hundreds of miles 
distant. This same observation holds for 
Kennecott Copper, which holds an undeni- 
able growth position in the production of 
titanium oxide. Kennecott is the largest 
domestic producer of copper, the second 
largest producer of gold and molybdenum 
concentrates, both by-products from its 
copper mining, as well as having a sub- 
stantial silver and zine output. The prob- 
lem of ore reserves is of no immediate mo- 
ment to Kennecott, which possesses in its 
enormous deposit at Bingham Canyon, 
Utah, the largest copper ore reserve on 
the continent. 

But Kennecott has not been content to 
remain the leading domestic copper pro- 
ducer. Through subsidiaries it has ac- 
quired an interest in gold deposits in the 
new Orange Free State Area (South Af- 
rica) which are destined to take the place 
of the famous Rand gold mines when they 





Range of Activities of Mining Companies 


Company 
AMERICAN METAL 
CLiMAx MOLYBDENUM Molybdenum 


NATIONAL LEAD Lead . 


NEWMONT MINING Gold. 


Original Enterprise 
. Silver, lead, zinc, smelting 


New Mining Developments 
Potash in New Mexico 
Uranium, Vanadium in Colorado 
Barite in Arkansas 
Titanium in New York 
Zinc, lead in French Morocco & 
West Africa 





are exhausted. Of more immediate interest 
is its two-thirds ownership of the Quebec 
Iron & Titanium Corporation (New Jersey 
Zinc Company owns the other third), 
Control of this enterprise makes Kenne- 
cott probably the biggest world factor in 
the development of titanium, which has 
been aptly termed “the wonder metal.” 
Kennecott acquired this enormous de- 
posit of ilmenite ore near Allard Lake, 
Quebec, several years ago. It has been esti- 
mated to contain over 125,000,000 tons of 
high grade titanium ore. Since then a 27- 
mile railroad to the St. Lawrence River 
has been built from the mine; crushing 
plants, loading bins, and docks have been 
constructed for transferring the ore by 
10,000-ton freighters up the river 600 
miles to the smelting plant at Sorel. The 
first electric furnace using cheap hydro- 
electric power from the Shawinagan Power 
Company started this autumn to make ti- 
tanium oxide slag and high grade pig iron 
with initial capacity of 300 tons a day. 


Sample Growth Situation 

This is just the start of a big operation. 
Four more electric smelters will be built 
which will bring the total capacity up to 
1,500 tons a day by 1952. The titanium 
oxide slag will be sold to other companies 
equipped to process it and produce tita- 
nium oxide powder to be used as a pig- 
ment to replace lead as a base. Demand 
for this oxide has been far greater than do- 
mestic producers could supply and large 
imports of ilmenite ore from India have 
been needed on balance. With full scale 
production of 1,500 tons a day, a yearly 
output of 250,000 tons of titanium oxide 
and 175,000 tons of iron seems assured. 

It may be premature to attempt to cal- 
culate profits on this operation for Kenne- 
cott but assuredly $30,000,000 would not 
have been invested by Kennecott and New 
Jersey Zinc unless it was pretty well 
understood the venture capital would be 
rewarded. In this connection it should be 
pointed out that while Kennecott controls 
the Canadian company through its two- 
thirds stock ownership, shareholders of 
New Jersey Zinc will derive larger indi- 
vidual return on their one-third interest 
because of the smaller number of capital 
shares of the latter. 

Considered as a growth situation, how- 
ever, the possibility in the future of pro- 
ducing low-cost titanium metal from the 
Allard Lake ores has major attraction. 
Titanium metal is nearly as strong as steel 


(Continued on page 10) 
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WHEN 
JUDGMENT 
URGES AN 
INVESTMENT 
“SWITCH” 


Y TOCK investment is about as free from 
fixed rules of procedure as any form 
of personal enterprise could be. Judgment 
takes the place of formulae which chem- 
ists and engineers rely upon. Judgment in 
investing has the support of research. But 
research, of itself, is of little use without 
something more. That is decision, a rea- 
soned judgment exercised—to buy, to sell, 
to “switch” from one stock to another 
when discretion makes an exchange of 
stock advisable, to reinvest dividends, to 
diversify holdings. 

Consider this transaction, recently re- 
ported to THE EXCHANGE. 

The holder of 100 shares of the XYZ 
Copper Company considered a sale of the 
stock and reinvestment of the capital and 
a capital gain in another situation. The 
copper stock had cost $2,900, giving a 
dividend yield of 8.6 per cent at the 1949 
rate. It had risen five points above the cost 
price. If sold, the capital gain would be 
about $400 ($500 less commissions and 
Federal income tax), permitting reinvest- 
ment of $3.300 (capital plus the gain). 

The contemplated new investment was 
in 75 shares of the prior preferred stock 
of the PKQ Manufacturing Company. At 
a price of 46 this stock would cost about 
$3.450, the cash dividend yield would be 
8.7 per cent. Some money additional to 
the copper stock’s proceeds would be re- 
quired, On an income basis, the exchange 
would offer no obvious advantage; some- 
thing more would be taken into account. 

The investor reckoned that, under busi- 
ness conditions as they were and probably 
would remain for some time, the copper 
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company should continue to pay $2.50 to 
$3 a year in dividends. But research con- 
vinced him that his capital’s growth pros- 
pects were limited because the copper con- 
cern’s own growth outlook seemed to be 
restricted, so far as the development of 
reserve mining property was concerned. 


Weighing the Facts 

The manufacturing company had these 
features to weigh: 

It had gone through certain capital re- 
adjustments in the 1930s; it had reduced 
its production costs by erecting a new 
plant and renovating older facilities; it 
had broadened its sales outlets and for 
nearly 10 years the $4 annual prior pre- 
ferred stock dividend had been amply 
earned and paid: accumulated dividends 
stood against the company’s cumulative 
preferred stock, but some of them had been 
paid off. 

The investor's research indicated that 
the company, after some poor years, had 
“turned the corner.” Probably further 
changes of the capital structure would 
occur, and in this connection, the investor 
had noted a $75 call price for the prior 
preferred. The stock might, or might not, 





be retired: but, at any rate, reasoning 
suggested that the $75 price. compared 
with the current price of $46. would sooner 
or later attract the interest of alert traders 
and the price might rise. 

In summary: the exchange would not 
disturb the dividend yield: a prior pre- 
ferred stock of a prospering concern 
would contain less capital risk than would 
the common stock of the copper com- 
pany: the presence of the “call” proviso 
should act as a price stabilizer. and offer 
the chance of a capital gain. 

A reasoned decision was made. the ex- 
change occurred. Subsequently. the manu- 
facturing company liquidated all of the 
hack dividends on the cumulative pre- 
ferred and resumed regular dividends on 
it. This action helped to lift the prior pre- 
ferred stock’s price by six points in a few 
weeks, an interval which saw the copper 
company's stock rise five points in this 
years bull market. 

This illustration of applied judgment 
emphasizes the difference between invest- 
ment in stocks and investment in bonds. 
It also shows the narrow dividing line that 
stands between investment and specula- 


(Continued on page 8) 











FYNHE statistics below are presented as 
a refresher course 


keep abreast of common 


for analysts who 
stock price move- 
ments on the New York Stock Exchange. 
and to supply a foundation of study for 
students of average price changes over a 
period. 

The stocks were hand-picked, not from 
any pre-conceived ideas of relative invest- 
ment value but to direct attention to issues 
which are somewhat off the beaten track 
of research. Each of the 10 stocks repre- 
different industry: most of 
slight stock 
market publicity. An effort was made to 


choose 


sents a and 


them receive attention in 


issues with well-sustained divi- 


dend records. stocks which—with a few 
exceptions seldom are stressed in port- 
folio holdings. and then see what market 
figures would show. 

The shortest stretch over which any of 
the stocks has paid annual dividends with- 


out the omission of a single 2 
ne 
ia 


year is 13 
vears. The longest is years, and the 
majority from 16 to 35 years. Although 
some have registered substantial price 
swings. from high to low, in particular 
vears. their ranges for the most part have 
1940. to 
the first week of December. 1950. as were 


not been so wide from Jan. 1. 


CAPITAL AND INCOME RES 


WHEN STOCKS ARE HELD 


revealed by a similar study last year of 


10 stocks usually rated as in the top- 
drawer class. 

\ question to direct readers’ examina- 
tion of the price story is this: if the 
stocks had been acquired at average prices 
of 1940 and held until this month, what 
result in capital position would have 
Another: if stocks had 
bought to keep at the highest prices of 
the first 1940 


1945). how would the account stand in 


accrued ? been 


five years (between and 
respect to the lowest prices of 1950 up to 


December ? 


Varying Price Performance 

Admittedly, a difficulty about charting 
the market course of any group of stocks 
is that the trends they reveal might not 
be matched by any other group. Even in 
bull markets like the current year’s, nu- 
merous issues have not followed the over- 
all trend. However, reference to the stocks 
will show that many of the corporations 
represented by them are not leaders of 
their industries; some have experienced 
sharp competition by big corporations: 
a number found the 
the depressed 1930s. 


going rough during 
The observation is 
permitted that the tabled stocks are reflec- 


tive of industries with normal prospects, 
and for that reason their price action dur- 
ing both difficult and generally prosperous 
years since 1940 gives a good illustration 
of long market behavior. 

The period started with a world war 
and ended with a “small war” under way 
in Asia which contained implications of 
possible military activities of unmeasur- 
able scope. If 1942 is studied straight 
across the table, it is seen that some low 
prices indeed were reached in that year 
and the next. If average prices are scan- 
ned, down the individual columns headed 
“Aver.”, a phenomenon of value to stock 
investors is detected. That is. that high 
and low swings to the contrary, the aver- 
age price movement in most instances 
showed a reasonably firm upward conti- 
nuity straight along. 


Result of Long-Term Holding 

Suppose an investor had been able 
buy around average prices in any of the 
earlier years, say through 1945. what 
would his capital position have been early 
this month? 

One each of the 10 stocks would have 
cost $226.38 at the average of 1940. At 
the average of 1942, the fund of 10 stocks 





Price Ranges of 10 Sampled Common Stocks On 


Biack & DECKER BROWN SHOE Co. 
Mrc. Co. INC, Cuain BELT Co. 

High Low Aver “High Low Aver High Low Aver. 
ae 221% 15 1854 18%, 1314 164% 22 15 18, 
| ae 23% 1534 19% 1814 15 16%4 21% 15 184% 
1942 1934 14%, 17% 74 14% 15% 19 154 17% 
1943 . 1934, 16 17% 21% W%K i 193, 163%, 18% 
944...) 25% 16% 20% 24% 19% 22% 23 174 20% 
945 2... 38 23 30) 3854 221%, 30% 33 21% 27% 
1946 16 31 38, 6°5 314% 38% 13 24 33% 
|, | 6 25 301 36% 25%, 31 30 201%, 25% 
1948 36% 26% 114 33% 27 301% 33 244, 28% 
1949 3014, 223%) 261% 10 291%, 34% 32% 22% 27% 
1950 345%, 2544 30% 58 364%, «47 34%, 25144 30% 
(thru 12/6) 


CONGOLEUM- 
NAIRN. INC. 


DtaMonpD T 
Moror Car Co. 


High Low Aver. High Low Aver. 
2436 14 1914 10% 434, 7%, 
1834, 13% 16 10% 6% 8, 
185 12% 15% 9% 6%4 818 
25 174 21% 17 8% 13 
29 21% 25% 17 13% 15%6 
394%, 26% 32% 35 164% 25% 
055 24% 32% 344% 164%, 25% 
33% 231%, 28% 24% 174 21% 
363% 271%, 32 193%, J] 15% 
30144 2434 27% 134% 9% 11% 
30% 20%, 25% 164% «611% 13% 
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would have had a market value of $180.38. 
a drop of 20.3 per cent. In the spring of 
that vear the Dow. Jones & Co. industrial 
stock average went as low as 92.92, the 
lowest of this decade; but at the list’s 
average of 1947, after the stock market 
had retreated briskly from its early post- 
war peak, the stocks would have been 
appraised at $326.38 . an increase of 
OU per cent. 

Stull and 
ignoring highs and lows. the stocks would 
have had a market value of $361.63 on 


employing average prices 


Dec. 6, 1950, showing an upturn from 
the 1942 average of a shade more than 
100 per cent. 


Most 

This showing, although matched by a 
great many other stocks during the recent 
bullish years, calls for a cautionary ob- 
servation. The list is used solely to illus- 
trate a market exploration. There is no 


Prices Gained in Years 


intention to recommend either purchase 


or sale of the stocks: nor is there any in- 
tention of suggesting that the sturdy trend 
of average prices would be the same in 
any kind of a stock market. The fact of 
it is that the market has favored higher 
prices most of the time since 1940; in 
a period of receding prices, average price 
action would be likely to follow the main 
drift. 

The the United 
States swings into another interval of 


market situation as 
heavy defense production is, 
different conditions 
in 1940. Although prices are much higher 


in some 


respects. far from 
than 10 years ago, they have the sup- 
port of good dividend yields which have 
heen good for a long time, as time is 
measured in the stock market. Yields of 
5 to 7 per cent are not uncommon in 
the tabled list: and, although many divi- 
dend yields were in an equivalent area 
in 1940, net earnings were by no means 
as sturdy as they have been this year. It 
could be reasoned that with excess profits 
taxes during World War II and a high 
ordinary corporate income tax in_post- 
war years. the trend of net earnings over 
a considerable period has been such as to 
indicate corporate ability to reward stock- 
holders moderately well. 
and _ illus- 


would fill 


their full purpose, how- 


Comment 
tration not 
ever, were the emphasis 
to be laid altogether up- 
on the result of bullish 
years. It could be reck- 
oned that, when a pro- 


tracted reverse price 





movement gathered headway—an event 
which seasoned investors allow for—the 


corporations whose stocks are included in 
the statistics will be in a far different posi- 
tion than their situation in 1940. Most of 
them have added substantially to earning 
assets during the decade. Working capital 
has been generally strengthened, improve- 
ments and additions have been made to 
plant and manufacturing facilities: and 
markets for their peace-time products 
have been enlarged during a remarkable 
interval of population growth. 

Beside affording material for studying 
bare price records, the statistical exhibit 
supplies groundwork for considering the 
merits of diversification. Performance is 
far from uniform among the stocks. Some 
average prices moved ahead with notable 
vigor from 1945 to 1950, while a few 
showed a distinctly hesitant tone. Some 
failed to reflect. after 1946, the resilience 
that 


vears. But it is noticeable. as the eye runs 


had characterized them in earlier 
down the “Aver.” columns that prices more 
than held their own during 1942-1945 
when excess profits taxes on war business 
laid a dampening hand upon net earnings 
available for dividends. 

Reference to past excess profits points 
research probabili- 
stocks 


the table contains during 


up 


ties for such as 
the period lying ahead. 
An excess profits tax of 


75 per cent over the 
earnings results in vears 
to be used as normal 


(Continued on age 12) 
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nS tock On 


the New York Stock Exchange, 1940-1950 


Paciric Gas & 


ELectric Co. 

“High Low Aver. High 
1940 34% 25% 30 Hy, 
194] 28% 7™ 23% 30% 
1942 244 15% 19% 2914, 
1943 31144 23% 27% 32 
1944 354% 30 32% 314 
1945 16 34% 40% 39% 
1946 7% 36% 42 181 
1947 13144 33% 38% 13 
1948 36% 293 335% 3334 
1949 34 30% = 332% 38%, 
2) 355%, 30%, 33% 161% 
(thru 12/6) 


PaRKE, Davis 


PHELPS DopcE 


& Co. Corp. 
"Low = Aver. High Low Aver. 
29%, 36% 0%, 25144 33 
244 27% 35% «=. 23295 
191, 24% 32%, 22 273% 
274% 295% 29°, =. 20 24%, 
26% 29% 26% «6.201%, «23% 
29%, 34% Wy 25 32% 
354%, 41% 18 293, 38% 
334% 838% 185, 36% 42% 
235% 284 59 100%, 49% 
244%, 31% 53% 36% 44% 
3454 = 40 645%, 44% 54% 


High 


PLYMOUTH 
Oi Co. 


SUTHERLAND 
ParPer Co. 


Aver. 


Low Aver High Low 

22%4 15 18% 355% 8620 2734 
17 13% 154 2314 16% 193, 
45 WK 12% 26% 17% 21% 
21% 144 18 33 261, 29% 
19%, 165 18 34 29 3114 
2734 7%, 22% 121 31 3634 
293, 19 2434 5544 38 16s 
38 21 2914, 17 36 i111, 
70%4 33 51% 141, 3] 3734 
50%, «636% 864384 111, 30° 36 

541, 38144 161, 153, 35 10s 











Tax Considerations Affecting 


Holders of Securities 


‘ig: register capital gains or losses for 
income tax purposes, or to maintain 
a market “position” which involves no 
income tax—these are questions which 
flourish in December. Thinking of higher 
195] 
of stocks find the questions weighty. 


taxes to come on incomes, owners 

A new factor in tax selling this year is 
the “marking up” of the cost of securities 
by some investors. By selling a stock 
which one has owned longer than six 
months, and then immediately repurchas- 
ing it, a capital gain is established with- 
out losing one’s position in the market. A 
tax is paid at the 1950 rate, of course. 
instead of at the rate of some future vear. 

There are also the usual year-end pro- 
grams of investors to balance capital 
gains and losses. Besides lowering the 
tax liability, it is often possible to im- 
prove the quality of one’s holdings. 

\ few of the more important tax con- 
siderations in establishing capital gains 
and losses are briefly summarized here 
for individual investors’ information. 


The sale of a security held more than 
six months creates a long-term capital 
gain or loss. In either case only 50 per 
cent of the gain or loss is applied toward 
net capital gain or loss, or toward taxable 
net income. 

A short-term capital gain or loss is 
established by the sale of a security held 
for six months or less. In this instance the 
full gain or loss is applied in computing 
the tax liability. 


Tax Rates 

The tax on a long-term capital gain is 
never in excess of 25 per cent, since only 
one-half of the gain is taxable, and the 
maximum tax rate is 50 per cent. 

Short-term gains, however, are taxable 
as ordinary income and are subject to 
regular income tax rates. 

Up to $1,000 of net capital loss may be 
subtracted from taxable ordinary net 
income in any one year. Unused portions 
of a loss may be carried forward through- 
out five years and offset against future 


capital gains, or used to the extent of 
$1,000 in each year to reduce taxable 
ordinary net income. 

Securities sold to establish gains may 
be repurchased immediately. The pro- 
ceeds from a sale to establish a gain in 
1950 must be actually received by the 
last business day of the calendar year. 

In connection with a capital loss, the 
loss is not allowed for tax purposes in 
cases where substantially identical securi- 
ties have been repurchased, or option to 
purchase has been acquired, within thirty 
days before or after the date of sale. 

To establish a loss during the calendar 
year, the transaction may be effected as 
late as the last business day of the year. 

Mention of these few salient features is 
intended only as a general indication of 
the operation of the tax law. Professional 
counsel is in most cases advisable, as there 
are numerous situations in which the law 
may be uncertain in its application. 

The process of selling or exchanging 
securities primarily for tax reasons re- 
quires careful forethought on the part 
of the investor. Transactions of this na- 
ture can easily be overdone. Unless there 
is a firm resolve on the part of the investor 
to replace the securities sold, tax sales can 
result in an inopportune loss of one’s 
position in the market. 





Investment Switch 


(Continued from page 5) 

tion. In bonds, the investor seeks capital 
protection and a fixed interest return: 
usually. unless the bond selected is con- 
vertible into common stock, the bond in- 
vestor gives little consideration to the 
chances of a capital gain through an 
increased price for the bond. He desires 
stable capital plus steady income. 

The experienced stock investor knows 
that he is engaged in a field where price 
instability prevails much of the time. He 
has to measure, so far as he can, the risk 
which is attached to ownership of stocks. 
In applying judgment to buying stocks he 
is moved to seek elements which, while 
offering no safeguard to short-term price 
changes, appear to offer price benefits over 
the longer term. 

Viewed narrowly, a stock bought with 
the expectation that its price will rise is 
speculation, not investment. But, if the 
illustration be considered again, the trans- 
fer of funds from the copper shares to the 
prior preferred stock of the manufactur- 
ing company had an investment anchor in 
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the stock’s good dividend yield, supported 
by a fairly long record of consecutive an- 
nual payments. These facts would go far 
to offset the risk contained in a company 
which, a few years ago, was unable to 
pay its preferred stock dividends — pro- 
vided that research would support a judg- 
ment that a definite change for the better 
had occurred in the company’s affairs. 
The true investment incident is present- 
ed in order to set a background for a 
question: should reasoned calculations 
concerned with capital growth, meaning a 
rise of a stock’s price, be emphasized in 
an investor's research? The query admit- 
tedly stands on a delicate base. To em- 
phasize a search for stocks which appear 
to promise higher prices is somewhat dif- 
ferent from laying stress upon a search 
for stocks in companies whose balance 
sheets and income accounts reveal well- 
sustained growth. For example, a com- 
pany with a fine balance sheet and income 
account, repeated more than a half-dozen 
years in succession, might decide to bor- 
row a lot of money; a debt would be cre- 
ated where no debt had been before. Fixed 
interest payments would have to come out 


of earnings previously available for divi- 
dends, alone. 

For an investor who had figured from 
the company’s pre-debt position that its 
stock ought to rise in price pretty soon, 
the loan could be something of a shock. 
Interest bonds would be 
likely to remove a prop from under ex- 


payments on 


pectation of a dividend increase or extra 
payments. The loan would place a lien 
upon ahead of the stockholders 
equity where no lien had existed before. 
The stock might decline or, at best, move 
uncertainly for a while . . 


assets 


. long enough 
for a stockholder to become discouraged. 
If a loan were made by the company 
the purpose, of course, would usually be 
to employ additional capital profitably. 
In the long run, an experienced investor 
would figure, the loan proceeds should en- 
large earnings and build a greater equity 
for the stock. But considerable time might 
elapse before the new capital’s effects on 
earnings and equity would be plain to 
see: and during the interval an investor 
might feel that his calculations had been 
wrong or, at least, poorly applied. 


(Continued on page 12) 
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SMALLER 
OIL COMPANIES 


ARDLY a resident of city, village 
H or rural area is independent of 
petroleum derivatives; hardly a business 
of any kind can get along efficiently 
without using some of them daily. An im- 
portant part of the chemical industry, 
oil products contribute to the develop- 
ment of thousands of things useful in 
improving our standards of living. 

The larger and older corporate petro- 
leum units are thoroughly well known 
to investment researchers, but in addition 
to the Standard Oils, Gulf, Socony-Vac- 
uum. Tide Water Associated and other 
household names are numerous smaller 
with securities listed on the 
New York Stock Exchange which re- 
attention. This, the sixth 
article of a series reviewing useful statis- 
tics of corporations upon which the light 
of publicity infrequently falls, presents 
smaller oil companies, whose activities 
vary considerably 


concerns 


ceive lesser 


Set beside the petroleum giants, a 
number of these concerns are duplicates 
in miniature. That is, they are fully in- 
tegrated, producing crude oil from their 
own properties, refining it, marketing it 
throughout fairly wide territories. Some 


market the gas recovered in connection 
with oil production to retail customers. 
although more of them sell at wholesale. 
Some have extensive pipe line systems. 
and others which control foreign acreage 
operate tankers. There are companies in 
the group that centralize upon the “min- 
ing” of crude oil, having little or no re- 
finery facilities; and several are affiliated 
with larger corporations. 


Range of Activities 

A study of petroleum organizations 
discloses features which might not be 
expected among companies with moder- 
ate capitalizations. This refers to con- 
cerns which, although their crude and 
gas recoveries are substantial, buy both 
commodities on a large scale from other 
oil and gas units. As an_ illustration, 
may 
manufacturing natural gasoline 
from petroleum gas) and liquified petro- 
leum gas. 


reference be made to companies 


(made 


The current growth of liquified petro- 
leum gas usage in industry is one of the 
newer features of petroleum, which per- 


sistently branches out into new fields. 
“Bottled gas.” long familiar in village 
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Natural gasoline, butane and isobutane are stored under pressure at cycling plant. 
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and rural areas where ordinary gas serv- 
ice is not available. is reported to be 
gaining ground as a fuel for factories. 
Trucks, tractors and city bus systems are 
using bottled gas to produce power. At 
least one of the companies contained in 
the statistics on the next page transports 
this gas in liquid form by tanker from 
Texas to stations on the northern 
board besides distributing it widely in 
the Southwest and Central West. 

Odd to think that tank railroad cars, 
filled with petroleum gas which pressure 
has made liquid, are run onto sidings 
adjacent to a factory and feed the fuel 
through a hose directly to furnaces. The 
liquid turns back to a gaseous form for 
burning. Manufacture and distribution 
of bottled gas are not, of course, confined 
only to corporations which rate these 
activities as their principal business. The 
big concerns, diversified in nearly all 


sea- 


ways, are the largest producers and sell- 
ers. 

The following brief descriptions tell of 
the principal enterprises of some of the 
smaller oil companies: 


BaRBER O1L Corp. was formerly 
a leading producer and carrier of Trini- 
dad asphalt. The business was sold in 
1949, permitting the company to engage 
in oil recovery and transportation. Com- 
pany is largely interested in tanker own- 
ership and operation. 
Deep Rock O1 Corp. 
tegrated concern engaged in production, 
refining and marketing of petroleum. 
Marketing territory includes parts of the 
Midwest, the Southwest and Northwest. 
Onto Om Co. is chiefly a pro- 
ducer of crude oil, owning large petro- 
natural gas 


is an in- 


leum and reserves. An €X- 
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tensive pipe line system is owned by the 
company. 

PLymMoutH Ot1L Co. is principally 
a producer and marketer of crude petro- 
leum and from 
acreage along the Texas Gulf coast and 
other West Texas fields. 


RICHFIELD O1L Corp. 


natural gas, drawn 


operates as 
an integrated unit in the Pacific Coast 
area. The management is affiliated with 
Sinclair Oil and Cities Service interests. 

SEABOARD OL Co. 


duces. on 


(Del.) « « « Pro- 


large scale, petroleum and 
natural gas in California and Texas, with 
smaller other 
Venezuela. 


Texas Co. owns a substantial interest in 


production interests in 


states and concessions in 


company's stock. 


WARREN PETROLEUM Corp. . . . manu- 
factures, buvs and markets at wholesale 


natural gas and liquified petroleum gas 


(bottled gas). its markets extending 
across the U.S. 
Witcox Or Co... . is one of the 


smaller oil concerns. with producing 

Oklahoma. Kansas and 
Texas. A refinery is operated at Bristow. 
Okla: products are marketed through a 
chain of bulk and = service stations in 
Kansas. Texas. Missouri. Oklahoma and 


( ‘olorado. 


properties in 


The statistical table gives material for 
considerable study. It will be noted. first. 
that a number of the companies have 
paid dividends annually for at least 15 


years. In case of some others which have 
shorter records of unbroken annual pay- 
ments, it was not until recent years that 
the properties they own were gathered 
into single corporate units. The assem- 
bly of producing acreage, the steps into 
full integration which succeeded, and 
the enlargement of assets through prop- 
erty acquisitions and construction of re- 
fineries and pipe lines. offers room for 
interesting inquiry into the smaller oil 


concerns, 


Oil-Thirsty World 

Only a few years ago certain of them 
still lacked the stature to attract much 
public attention. The world’s reliance 
upon petroleum received emphasis dur- 
ing World War II and the subsequent 
period has seen not only great increases 
of consumption but also an astonishing 
addition to proven oil reserves. In re- 
spect to net earnings these companies, 
on the whole. had a big year in 1949, a 
showing which is being surpassed this 
vear. 

\ number, it is seen, earned nearly as 
much per share of common stock in the 
first three quarters of 1950 as in all of 
the preceding year. Taking the last five 
years’ results, the petroleum group ap- 
pears likely to supply statisticians with 
reasons to weigh closely how the burden 
of excess profits taxes next year will fall 
and how dividend payments may, or may 
not. be affected. 





Vear Dit 

, - ae 
Anderson-Prichard Oil Corp. 1946 
Barber Oil Corp. . . . 1944 
Deep Rock Oil Corp... . 1943 
Derby Oil Co. . me 1945 
Lion Oil Co. . 2... 1936 
Mid-Continent Pet. Corp. . 1934 
Ohio Oil Company . . . 1940 
Pac. Western Oil Corp. . . 1942 
Panhandle Prod. & Ref. Co. 1948 
Plymouth Oil Co. . . . 1925 
Richfield Oil Corp. . . . 1937 
Seaboard Oil Co. (Del) . . 1932 
Stand. Oil Co. of Ohio . . 1936 
Texas Gulf Prod. Co. . . 1936 
Warren Petrol, Corp... . 1940 
Wileox Oil Company . . . 1944 

\ 





SMALLER PETROLEUM COMPANIES 


Farning Per Share 1949 
— 1950 Div. 
$3.81 9 mos. Sept. $4.66 $1.25 
3.83 9 mos. Sept. 1.77 2.00 
4.55 9mos. Sept. 5.09 2.00 
2.51 9 mos. Sept. 2.00 1.30 
3.89 9mos. Sept. 4.45 1.50 (a) 
6.50 9 mos. Sept. 5.51 3.00 
5.13 9 mos. Sept. 4.30 2.30 
3.62 9 mos. Sept. 3.45 0.35 
0.87 9 mos. Sept. 0.66 0.30 
5.12 9 mos. Sept. 5.10 2.00 
5.11 9 mos. Sept. 3.95 2.50 
4.71 9 mos. Sept. 3.08 2.00 
1.26 9mos. Sept. 3.90 2.00 
3.13 9mos. Sept. 2.13 1.00 
4.10 year June 2.63 0.80 
1.40 9 mos. Sept. 1.92 0.40 








Mining Growth 
(Continued from page 4) 


and weighs half as much. It has valuable 
anti-corrrosive properties that, combined 
with its strength and lightness, may make 
it the metal of the future. Top flight metal- 
lurgists, both in the government and pri- 
vate industry, are working on the problem 
of cost reduction and some success is re- 
ported. If, and when, they succeed com- 
pletely, the two companies controlling 
the Allard Lake ore can qualify as leaders. 

Nineteen mining companies are listed 
on the Big Board which directly or indi- 
rectly rely on copper as a major source 
of their income. Of these, only a few are 
in the fortunate position of being wholly 
free from anxiety over exhaustion of ore 
reserves in the foreseeable future. Two 
companies, never grouped with the larger 
metal producers until the present for- 
tunate or far-sighted acquisition of poten- 
tially important orebodies, appear des- 
tined to have a more significant place in 
the copper supply situation five years 
from now. These two companies, Magma 
Copper and Copper Range, may be also 
termed growth companies. Their future is 
linked with the large-scale development 
of new orebodies, San Manuel for Magma, 
White Pine for Copper Range. 

At San Manuel, Magma has developed 
100,000,000 tons of low grade 
copper ore, averaging about 0.8 per cent 


some 


copper, which can be mined profitably by 
block-caving methods. At White Pine, 
Copper Range has diamond-drilled and 
otherwise developed a similar huge ton- 
nage of copper ore of somewhat higher 
grade, averaging about 1 per cent. Magma 
has already spent millions of dollars in 
shaft sinking on San Manuel and doing 
the necessary underground development 
work preliminary to production. Actual 
production, at a milling rate of 25.000 
tons per day, is scheduled for some time 
in 1953. 


Statistical and other factual information 
as well as comment regarding any securities 
referred to in THE EXCHANGE have been ob- 
tained from sources deemed to be reliable, 
but THe EXCHANGE assumes no responsi- 
bility for their accuracy or completeness. 
Veither such information nor any reference 
to any particular securities is intended to be 
or should be considered as in any way a 
recommendation for the purchase, sale or 
retention of any such securities. 
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Ancsunicacoanie of new Histings of scans fa aoa mainly to a brief description oe 
issuing corporations’ business and facilities. Detailed information is contained in the Listing 
Applications which may be obtained from member firms of the New York Stock Excha 
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900; 000 Shares 
$l. 25 ' 
Common stock, par “i 
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OOK-of-the-Month Club, Inc., the first 
enterprise of its kind in the United 
States, inaugurated in 1926 a new method 
of book distribution which within a 
quarter of a century has reached a sales 
volume close to that of old-established 
retail outlets. The U.S. census of 1947 
indicated that unit sales of “mail order” 
books (principally by book clubs) were 
45,546,000 in that year, whereas unit sales 
(to adults) of “trade books” 
poetry, belles-lettres and works of non-fic- 
tion of general interest) were 48,673,000. 
Principal activity of Book-of-the-Month 
Club, Inc., is the sale of books by mail 
to its subscribers. who are known as “mem- 
bers” of the Club. In addition, books in 
the form of a “book-dividend.” 
two selections purchased, and premium 
books are distributed in substantial num- 
bers without charge. Roughly 90 to 95 per 
cent of the books sold during the past 


(fiction, 


for each 


decade or more have been monthly selec- 
tions and “special members’ editions” dis- 
tributed under the company’s trademarks 
“Book-of-the-Month” and “Book-of-the- 
Month Club.” Miscellaneous other books 
sold include “recommended books” and 
other books described in a literary jour- 
nal published by the company. 

The subscriber becomes a Club member 
by contracting to purchase annually at 
least four monthly selections in special 
members’ editions at prices which in many 
cases are below publishers’ retail prices. 
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Each monthly selection, known as the 
*Book-of-the-Month.” is selected from 
proofs of outstanding books submitted 
prior to publication by substantially all 
publishers in the United States. Books are 
screened by a preliminary group consist- 
ing of about 35 book critics. Each month. 
this group passes on to the Club’s Board 
of Judges approximately 10 to 20 of the 
most important of these books for final 
selection as the Book-of-the-Month. The 
Board of Judges comprises the following 
five distinguished authors and critics: 
Henry Seidel Canby: Dorothy Canfield 
Fisher; Christopher Morley; Clifton Fadi- 
man and John P. Marquand. 

Since its incorporation in 1926 the com- 
pany has distributed well over 100,000,000 
books which have added substantially to 
the industry’s volume. A considerable pro- 
portion of these books have gone to rural 
areas and towns and villages unable to 
support book stores, which ordinary retail 
national distributive channels cannot 
easily tap. The company grew rapidly up 
to the postwar period of economic re- 
adjustment, and, after a 214 year decline 
starting in the spring of 1947, the uptrend 
of Club membership was resumed in Oct., 
1949. 

From 46,539 on Dec. 31, 1926, the ap- 
proximate number of subscribers climbed 
to 889.305 by Dec. o, 
1946. The figure at the 
end of 1949 was 520,325; 
and a better than 10 per 
cent increase was experi- 
enced in the nine months 
ended Sept. 30, 1950. 

Dollar sales of the com- 
pany mounted from 1927's 
$1.481.061 to 1946’s $18 
190,086, receding to $13.- 
125,137 in 1949, Indicated 
sales for the nine months 
ended Sept. 30, 1950, were 
$9,835,500. Approximate 
net sales for the compar- 
able period in 1949 were 
$9,641,000. Reported net 
income after all charges 
and taxes climbed from 





Be 


$151.933 in 1927 to 1947's récord high 
of $1.665.717, or $1.85 per share. In 
1949, $1.112.937, or $1.24 per share was 
earned. Estimated net profit of $729,317, 
or 81 cents per share, was earned for the 
nine months ended Sept. 30, 1950, after 
absorbing {extraordinarily high expenses 
involved jin an extensive promotional 
campaign which produced the more than 
LO per cent increase in the Club’s member- 
ship list. 


Simple Capitalization 


Since the printing and binding of books 
are done by independent printers and 
binders, Book-of-the-Month Club, Inc. has 
no investment in plant and very little 
in equipment. Total — assets of 
$7.066,796 as of Dec. 31, 1949, included 
$5.523.245 of current assets. Cash and 
United States Government securities to- 
gether amounted to $3.048.632. Current 
totaled $2.431.647. The Club 
has no bank indebtedness. There being 
neither funded debt nor preferred stock, 
the capitalization consists only of 900.000 
shares of common stock. The regular $1 
per share annual dividend rate on the 
common stock has been supplemented in 
In 1946 
and 1949, 15 cent extras were paid. Extras 
and 1948 


liabilities 


recent years by extra payments. 


of 25 cents were paid in 1947 











Stock Dividends 


Accom pany 


Cash Payments 


of 70 Concerns 


“ro AL” and “extra” cash divi- 
7 dends were reviewed in the Novem- 
ber issue of THE ExcCHANGE along with 
stock split-ups through October of this 
year. To round out the recent dividend 
picture, stock dividends in December, in- 
cluding declarations up to the middle of 
the month, are shown in the accompany- 
ing table. 

During the full year 1950, approxi- 
mately 70 stock dividends were paid by 
corporations listed on the New York Stock 
Exchange. This includes distributions of 
less than 100 per cent. Those of 100 per 
cent or more are termed stock split-ups. 

The need of companies to retain funds 
for plant expansion in the early post-war 
years swelled the number of stock divi- 
dend declarations at that time. Cash pay- 
ments have since increased substantially. 
but stock 
become less frequent. 


dividends have by no means 

Though receiving less public attention 
than split-ups, regular distributions in 
stock are a sign of corporate growth. This 
is especially true if the corporation dis- 
tributes stock in addition to cash, or, as 
in the case of approximately 35 per cent 
of the companies declaring stock divi- 
dends this year, cash extras and specials 
are paid in addition to the regular cash 
dividend. Such corporations as Sun Oil, 
Ruberoid, Duplan Corp., Publicker Indus- 
tries and Plymouth Oil have been regular- 
ly increasing their capitalization through 
stock dividends. International Business 
Machines has paid a stock dividend nearly 
every year since 1930. 

Some of the larger fourth quarter 
declarations prior to December were: 
Sharon Steel, 50 per cent; Merritt-Chap- 
man and Scott. 40 per cent; and 25 per 
cent each by Investment Co. 
of Ill, Chesapeake Corp. of Virginia, 
Colorado Fuel and _ Iron, 
Paper, M. Lowenstein 
Wheeling Steel. 


American 


International 


and Sons, and 
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Twenty-four of the total number of 
companies making stock disbursements 
paid cash extras this year. Among the 
larger extra payments for the year were: 
J. I. Case, $2; Ruberoid, $1.75; Nopco 
Chemical, three extras totaling $1.60; 
Procter and Gamble, $1.10; United-Carr 
Fastener, $1.05; and $1 each by Car- 
penter Steel, Consolidated Vultee Air- 
craft, American Metal, General Time, and 
Standard Oil of California. 

American Seating Co., which paid stock 
dividends totaling 15 per cent in 1949, 
paid a 20 per cent dividend this year in 
addition to raising the quarterly rate from 
25 to 50 cents and declaring extra divi- 
dends totaling 75 cenis. In the second 
quarter Rohm and Haas raised its quar- 
terly rate from 25 to 40 cents, and at the 
year-end Reynolds Metals lifted its quar- 
terly dividend from 25 to 45 cents, and 
National Cylinder Gas from 20 to 25 
cents. 

Five of the companies paid two stock 
dividends during the year. They were 
Consolidated Textile, Cuneo Press, Du- 
plan Corp., Industrial Rayon, and Pub- 
licker Industries. 





Stock Divipenps Paw In DECEMBER 
Per Cent Date 
Stock Div. Payable 
American Metal Co......... 5% Dec. 14 
American Seating Co........ 20 Dec. 18 
Baldwin Loco. Works Dec. 20 


Company 


1 sh. Baldwin Sec. Corp. for 

each sh. held. 
DB MO ain 5c esck zine aos 10 Dec. 8 
ee 5 Dec. 22 
Emerson Rad. & Ph. Corp... 10 Dee. 15 
NIE ohana: gtie ore. Saree ae 10 Dec. 22 
Gen'l Bronze Corp......... 20 Dec. 28 
NONE OOM Sere cccioi acacia. 25 Dec. 1 
Nat'l Cash Register Co..... 10 Dec. 20 
Nat'l Cylinder Gas Co...... 1 Dec. 9 
Newmont Mining Corp...... Dec. 15 

1 sh. Hudson Bay Mng. & Sm. Co. 

for each 25 shs. held. 
Nopco Chemical Co........ 10 Dec. 23 
Pittsburgh Forging Co...... 10 Dec, 20 
Plymouth Oil Co........... 2 Dec. 18 
Reynolds Metals Co........ 10 Dec. 28 
Rohm & Haas Co........... 4 Dec. 29 
POON Gis caekids siericn 10 Dec. 20 
St. Joseph Lead Co......... 25 Dec. 11 
Stan. Oil Co. (Indiana).... Dee. 11 

1 sh. Stan. Oil (N. J.) for 

each 75 shs. held. 
Stan. Oil Co. (Ohio)....... 2 Dec. 15 
Stan. Steel Spring Co....... 10 Dec. 10 
Lt oe 10 Dec, 15 
James Talcott, Inc.......... 10 Dec. 28 
Thomas Steel Co........... 10 Dec. 14 
Unit. Electric Coal Cos..... 20 Dec. 20 





Investment Switch 


(Continued from page 8) 


Chance of an unexpected event in cor. 
porate affairs, even though constructive 
from a long-range economic angle. can 
inject speculative risk into a decision, a 
judgment, which was thought to have an 
investment background. In the suppositi- 
tious case of the borrowing corporation, 
the stock investor’s intention was quite 
different from that of the copper-manufac- 
turing company share exchange. In the 
supposititious incident, the investor was 
putting emphasis on an expected price 
rise; in the stock switch, the investor cal- 
culated that further improvement in the 
PKQ Company’s net earnings (with accu- 
mulated preferred stock dividends out of 
the way) should ultimately benefit the 
prior preferred stock price. 

This discussion is not intended as an 
investment lesson. Should one be sought 
between the lines, it might be this: in 
stock investment, as reviewed in the illus- 
trations, the weight of evidence favors re- 
liance upon expected corporate growth as 
a primary influence to bring about per- 
sonal investment capital growth as time 
goes on. The investor’s judgment then is 
anchored to a realistic estimate of future 
developments within a corporation, not 
within the stock market. 

—Wituiam W. Craic 


Capital and Income 


(Continued from page 7) 





would be less burdensome on net income 
than the heavier impost of World War 
II. Nevertheless, precedent would doubt- 
less condition estimates of price move- 
ments of 1951; the record shows that after 
Pearl Harbor thrust the nation into con- 
trols and rationing, the stock market re- 
treated gradually, but persistently, for 
nearly six months and it was some time 
before a strong upward trend ensued. 
The variety of industries represented 
in the statistics presents another angle for 
study. The kind of business some com- 
panies are engaged in indicates a lesser 
demand upon their facilities for defense 
production than in case of others. 
The main bulwark of research appears 
however, to be lodged in precedent . . . 
the over-all corporate experience during 
World War II. And precedent, traced in 
the 10-year price movement, hardly in- 
troduces pessimistic elements into the 
“buy and hold” price and dividend status 
of stocks represented in the statistics. 





in cor- 
ructive 
le. can 
sion, a 
lave an 
)positi- 
yration. 
S quite 
anufac- 
In the 
Or was 
1 price 
‘or cal- 
in the 
h accu- 
out of 
fit the 


as an 
sought 
lis: in 
e illus- 
‘Ors re- 
wth as 
ul per- 
is time 
then is 
future 
yn, not 


RAIG 





4 


income 
d War 
doubt- 
move- 
it after 
0 con- 
ket re- 
y. for 
e time 
ed. 

‘sented 
gle for 
» com- 
lesser 
lefense 
Ts. 

ppears 
hie. ars 
during 
ced in 
lly in- 
to the 
status 


ics. 


Exercise of Investors’ Choice 


Disclosed by Market Record 


7HILE the stock market advanced in 

most months of 1950, as gauged by 
the stock price “averages,” it was a year 
of surprising selectivity in the price move- 
ments of individual stocks. There usually 
are many cross currents in the market. 
But in a year when the “averages” were 
reaching new highs for 20 years, it might 
normally be expected that nearly all stocks 
would participate in the upward trend. 

Through the Stock Exchange’s compila- 
tion of total market value of listed shares 
by separate industries, it is possible to 
trace out in a general way the selective 
decisions of stock buyers. 

In the first 11 months of the year, the 
largest increases in market value were 
scored by shares of the following indus- 
tries: (The figures are the percentage 
gains) steel 38, paper and publishing 33.8, 


petroleum and natural gas 29.5, rubber 
28.6, mining 27.2, textile 27, aircraft 25.3. 
At the opposite end of the scale, ag- 
gregate share values in the food products 
and beverage industry declined by 2.9 per 
cent over the same 11-month period, the 
building trades group by 3.5 per cent, and 
the tobacco group by 7.4 per cent. 
Changes in total market value for all 
industrial groups represented on the Ex- 
change are shown in the accompanying 
table. The statistics need one qualification. 
Share issues newly added to the Ex- 
change’s list during the 11 months natur- 
ally have increased total market value of 
some of the groups. Market values on the 
two dates indicated cannot be compared 
exactly. The distortion is usually minor 
in extent, however, as the total value of 
newly added shares is apt to be small in 











CHANGES IN MARKET VALUE OF LISTED STOCKS 
December, 1949—November, 1950 


industrial Group 


Aireraft 

Amusement 
Automotive 

Building trade . 
Chemical 

Electrical Equipment 
Farm Machinery . 
Financial 


Food Products & Beverages . 


Leather and Its Products 
Machinery & Metals 
Mining . . « « 

Office Equipment 

Paper & Publishing 
Petroleum & Natural Gas 
Railroad and R. R. Equip. 
Real Estate . 

Retail Trade 

Rubber 


Ship Building & Operating . 


Steel & Iron . 

Textile 

Tobacco 

Utilities 

Miscellaneous “—" 
U. S. Cos. Oper. Abroad 
Foreign Companies . 
All Listed Stocks 


Market Value Market Value Per Cent 
Dec. 31, 1949 Nov. 30, 1950 Change 
$ 733,622,000 $ 919,240,000 425.3% 

990,202,000 1,049,659.000 + 6.0 
5,997,060,000 6,766,808,000 +20.9 
1,150,761,000 1,110,778,000 — 3.5 
10,661,300,000 12,803,815,000 +20.1 
2,105,845,000 2,350,113,000 +-11.6 
956,488,000 1,087,126,000 +13.7 
1,667,982,000 1.740,740,000 +. 4.4 
4.646,688,000 4,512,781,000 - 2.9 
339,010,000 340,433,000 + 0.4 
2,612,936,000 2,874,370,000 +10.0 
1,958,759,000 2.491,674,000 +27.2 
883,151,000 911,870,000 + 3.3 
1,198,242,000 1.603.203.000 +33.8 
10,046,827,000 13,006,708.000 +-29.5 
4,391,592,000 5,143,270,000 +17.1 
240,588,000 294.995.000 +22.6 
4,729,705,000 5,124.83 1,000 + 8.4 
621,731,000 799,702,000 +-28.6 
167,453,000 171,389,000 + 2.4 
3,086,983,000 4,259,272,000 +38.0 
1,302,786,000 1,654,649.000 +27.0 
1,710,630,000 1,584,325,000 — 7.4 
11,696,454,000 13,188,981,000 +12.8 
623,017,000 826,071,000 +32.6 
980,200,000 1,168,418.000 +19.2 
1,191,947,000 1,720,423,000 144.3 
$76,291.958.000 $89.505,643.000 17.3 








comparison with the aggregate of shares 
already listed. 

Where price advances have occurred, 
they usually have been linked to solid 
demonstrations of earning power. Nine- 
months’ earnings of listed companies 
were reported in the November issue of 
THE ExcHance. Taking the same indus- 
tries which scored the largest advances in 
market value, net earnings in the first nine 
months of the year rose above the level of 
the same 1949 period by the following 
percentages: steel 35, paper and publish- 
ing 42.7, petroleum and natural gas 18, 
mining 41.8, textile 119.3 and aircraft 
112.9. The rubber companies were not 
included in the November survey, as a 
representative number of concerns had 
not at that time issued income statements. 

Among the industrial groups in which 
market values retreated, net earnings for 
the most part did not, as might be ex- 
pected. make such favorable comparisons. 
Combined net earnings of tobacco com- 
panies in the first nine months were 2.5 
per cent lower than in the 1949 period. 
Net income of food products and beverage 
companies gained by only 5.6 per cent. 
On the other hand. net earnings of the 
building trade group increased by 33.6 
per cent. 

The outlook for building material com- 
panies has recently been clouded by credit 
restrictions and increasing material short- 
ages. Judging from the trend of market 
values in the group, investors are taking 
these factors into account. 


Market Horizon 


(Continued from page 2) 





Barometrically viewed, the stock mar- 
ket apparently disagrees with all the 
columnists. commentators and_ political 
analysts who proclaim the approach of a 
global conflict. The Dow, Jones average 
is today substantially higher than in June 
or July when the initial shock of Red 
aggression tilted quotations temporarily; 
it is up some 40 per cent since the sum- 
mer of 1949, 

It is impossible to detect in the be- 
havior of security prices any premoni- 
tory foreboding that spread of the Korean 
fighting is imminent. Should the public 
have misjudged the war potential to the 
extent suggested by market behavior dur- 
ing the last eighteen months, outbreak of 
a global conflict would find the market 
off balance and vulnerable. 
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Do you have to be rich to own stocks? 


When a corporation has nearly a million stock- 
holders, they can’t all be rich. Rich folks don’t 
get together in a crowd that big. For example, 
in a corporation listed on the New York Stock 
Exchange, the facts are: 


. .. over a quarter million people own just 
one to five shares, $150 to $750 worth, at 
recent market prices. 


... not a single one of the million owns as 
much as one-half of one per cent of the com- 
pany’s stock. 


Or look at the 400,000 stockholders in a com- 
pany making automobiles. A third of them own 
less than $1000 worth of stock. And two out of 
three stockholders of a big food company own 
less than 50 shares. 


It’s millions of average-income people who 
own shares in America’s corporations. Owning 
stock means owning “a piece of a business” — 
risking one’s money in order to share in the 
profits. 


Despite this wide ownership, some people 
still ask, ““Will my investment be welcome if 
my spare money will buy only a few shares?” 
The answer is simple, positive. Handling in- 
vestors’ orders for a few shares or hundreds is 
the day-to-day business of member firms of 
the New York Stock Exchange. 


Helpful information is yours for the asking 
at any of their offices, which are located in 
378 cities. They invite the opportunity to put 
their facts and experience to work for you. 


Members and Member Firms of the 


New York Stock Exchange 








